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Editor’s Note 


The shopping center is a new and many-sided develop- appraisal, management and financing dating back to 1912. 
ment of the mid-twentieth century. Preoccupation with Since 1931 he has maintained his own office in Philadel- 
location, layout and appearance has occupied the land 


: phia, specializing as a real estate consultant and appraiser. 
planner, traffic engineer and architect, and properly so. 


ak cit thle attention $6.41 cain sae , He is a member of the Board of Governors of the American 
ut with this attention to the physical aspects it is a gooc . ° ‘ . 
: " ; pn oe ; 6 Institute of Real Estate Appraisers and holds membership 
idea to recall that in the last analysis economics govern ; } f 1 1 stat i ti 1 ‘zati ; 
ges ; . ‘ in a number of local, state and national organiza s 

the success or failure of these enterprises, and that the : = . ee See - 
most beautiful shopping center may become a blighted real estate and business fields. His article on the mortgage 
area if the financial base upon which it rests is unsound. and financial aspects of the shopping center is a definite 

The writer of this article on shopping center valuation contribution to a better understanding of this new and 
for mortgage purposes has had a long career in commercial rapidly evolving field. 


During the past five years there have tion of a proposed shopping center for Pa.; Willow Grove in Montgomery 
been more articles written on shop-_ a financial institution. County, Pa., and Cottman Street and 
ping centers than any other field of Castor Avenue in Philadelphia. Some 
real estate. These have been pub- Varying Views authorities contend that ample park- 
lished in both general circulation It is more important than ever to ing space in front of the store attracts 
papers and technical magazines. News- evaluate properly the opportunities for Potential consumers. In the integrated 
papers, like the Wall Street Journal,  suecess of newly planned centers. One shopping center some authorities feel 
have carried informative articles on ghould bear in mind that in the last that the local reputation of the prin- 
the effect shopping centers have had quarter of 1956 well over 12,000,000 cipal department store tenant attracts 
on downtown real estate, including the square feet of shopping center space CUStomers. In centers where the park- 
possible reduction of sales volume to was reported to have been opened for ig space surrounds the internally- 
downtown stores resulting from the peration; more than all such space located shopping center buildings, 
opening of suburban branches. previously in existence. It is generally Prospective customers have no oppor- 

It is not my purpose in this article felt that of the shopping centers now tunity to view the merchandise dis- 
to repeat or reiterate the various fac- being promoted for which ground has played in the shop windows without 
tors covered in previous literature, nor yet to be broken. at least two-thirds Parking their cars. Despite these 
to determine what type of tenants will never materialize for several rea- Varying opinions, all of these types of 
should be secured, what type build- — gongs: (a) inability to finance, (b) Sfopping centers have been successful; 
ings should be erected, or what fixed lack of closed leases with responsible inSurance companies have loaned 
rentals and percentages should be tenants, with sufficient minimum rents ™oney on each of the different types; 
paid. These factors have been ade- to service the mortgages adequately and Sometimes a blanket mortgage, more 
quately covered already. There is a gafely. frequently, individual mortgages. 
facet in shopping center studies, how- Real estate brokers differ about the ce 
ever, about which little has been writ- desirability of a shopping area with Criteria 
ten: namely, the elements of value stores strung along a street frontage It is generally accepted that a suc- 
which make’ it possible to secure a and parking space to the rear of the cessful major center should have: (a) 
substantial mortgage commitment as_ buildings. Successful examples of this maximum shopping convenience with 
related to the factors that a real es- type of shopping district include 69th adequate parking facilities; (b) proper 
tate appraiser considers in the valua- and Market Streets in Upper Darby, (Continued on Page 3) 
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Plan-itoriacl . . . 


The Role of the Railroads in Industrial District 
Development 


In light of the mounting interest of home builders in 
districts, four members of ULI’s Industrial Council conducted a seminar, “So 
You Want to Build an Industrial District,” at the annual Convention and 
Exposition of the National Association of Home Builders in Chicago, January 


22, 1958. 


planned industrial 


Mr. George W. Cox, Assistant to the President of The Atchison, Topeka & 
Santa Fe Railway System, presented a paper on “The Role of the Railroads in 
Industrial District Development” at this meeting. Because his presentation 
contained so much practical information on a topic of such growing interest, 
we feel our readers will find Mr. Cox’s remarks both timely and enlightening. 


Development of Industrial Districts by Railroads 
As background for what I have to say about development of Industrial 
Districts by railroads, I should like to make the following points: 


(A) Generally speaking, the establishment of industrial districts is a post 
World War II development, thcugh there were several such districts in existence 
prior to that time, including the well-known Santa Fe Central Manufacturing 
District at Los Angeles, and Union Pacific’s Fairfax District at Kansas City. 


(B) The Santa Fe is one of the most active railroads in this field; yet less 


than 20% of the total acreage taken by new industries along our rails is from 
developed districts. 


(C) There is an increasing number of industries requiring smaller parcels 
selecting locations in these districts. The size parcels taken in our districts 
range from less than one acre to as much as 50 acres—though the average is 
about five acres and the number taking over ten acres is negligible. 


(D) It is a fairly well established fact that in cities of over 150,000 popula- 
tion, about 75% of the industries taking new locations are those moving from 


inadequate or out-moded facilities in the same city. 


would 
interests—there are 


prefer to see all 
many 


Most of us in the railroad development field 
industrial districts or parks developed by private 
reasons; chief among them is our reluctance to tie up capital, not only for land 
purchase but also development costs which usually run from $4,000 to $6,000 an 
acre exclusive of excessive grading. There is also the added cost of advertising 
and sales. 

With the private developer and certain of his associates including those 
interested in land and/or building speculation, the property moves much more 
rapidly than is the case of a railroad development. The private developer is 
primarily interested in an immediate profit, while the railroad developer is 
interested in attracting rail shippers and will sell only to those industries which 
qualify from a rail traffic standpoint. 


Some of the reasons a railroad acquires and develops property are: 


1. Foster or stimulate a healthy economy in areas served by them. 


The real need in some communities for a good home for light manu- 
manufacturing and distribution warehousing. 


bo 


3. Lack of interest by private developers. 


(Continued on Page 5) 
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ADVANCE NOTICE 


Sustaining members of ULI atten- 
tion! Please flag the dates for the 


spring meetings of the COMMUNITY 
BUILDERS’ COUNCIL and INDUS- 
TRIAL COUNCIL on your calendar. 
The Council 
spring meeting will be held in Minne- 
May 21-24. The 


feature analysis of plans, field inspec- 


Community Builders’ 


apolis, session will 
tion of Dayton’s Southdale Center and 


a special feature to be announced 
later. 

The Industrial Council will meet on 
May 29-30 in Montreal for the analysis 
of members’ industrial projects and 
field of Montreal’s 


trial development. 


inspection indus- 


Regular members of ULI who are 
interested in participating in the activi- 
ties of these Councils should inquire 
from the headquarters office regarding 


sustaining membership. 
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NEW OFFICERS AND TRUSTEES OF ULI 


David D. Bohannon of San Mateo, 
California was elected the tenth presi- 
dent of the Urban Land Institute at 
the annual meeting of its Board of 
Trustees held this month in New Or- 
leans, succeeding Charles E. Joern of 
La Grange Park, Illinois. 

Mr. Bohannon is one of the West 
Coast’s most successful land developers 
and community builders and received 
national recognition for his wartime 
housing activities. His firm, The David 
D. Bohannon Organization, developed 
the well-known Hillsdale Shopping 
Center and residential community of 
San Mateo County. Starting in real 
estate in 1925, he organized his own 
business in 1928 and now heads seven 
companies. He is a past president of 
the National Association of Home 
Builders, immediate past president of 
the Commonwealth Club of California 
and a director of the American Plan- 
ning and Civic Association. 

Other officers elected were: First 
Vice President, Boyd T. Barnard, Phil- 
adelphia, Pa., President, Jackson-Cross 





Davip D. BOHANNON 


Company; Second Vice President, 
Clarence M. Turley, St. Louis, Mo., 
and Treasurer, Maurice G. Read, Ber- 
keley, California, President, Mason- 
McDuffie Co. Re-elected as Secretary 
was Waverly Taylor, Washington, D.C., 
President of Waverly Taylor, Inc. 

Newly elected trustees to the Board 
were Gayle W. Arnold, Manager Indus- 
trial Development, The Baltimore and 
Ohio Railroad Company, Baltimore, 
Maryland; Earl D. Hollinshead, Mana- 
ger, John W. Galbreath & Co., Pitts- 
burgh, Pa. and Douglas P. Wells, Vice 
President, Clearing Industrial District, 
Inc., Chicago, Il. 

Re-elected to the Board were: Boyd 
T. Barnard, Philadelphia, Miles L. 
Colean, Washington, D. C., George W. 
Cox, Chicago, Ill., Robert P. Gerholz, 
Flint, Michigan, Joseph W. Lund, Bos- 
ton, Mass., Glenn McHugh, New York, 
Maurice G. Read, Berkeley, Calif., John 
C. Taylor, Kansas City, Mo., Clarence 
M. Turley, St. Louis, Mo. and F. Poche 
Waguespack, New Orleans, La. 
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(Continued from Page 1) 
access from roads or highways provid- 
ing satisfactory ingress and _ egress 
without traffic congestion; (c) a de- 
partment store, a supermarket, a 
variety store, a number of ladies’ ap- 
parel shops, and shoe stores—ail of 
unquestionable financial responsibility 





and merchandising ability. From 
these tenants, exclusive of smaller 
tenants, there should be _ obtained 


fixed minimum rentals of a sufficient 
amount to pay all expenses including 
taxes, interest, amortization on the 
mortgage, operating expenses includ- 
ing policing, lighting, repairs, insur- 
ance, etc. For a return on their equity 
the owners must look to the rental 
received from tenants that do not have 
a substantial rating, in addition to the 
excess percentage rent from the major 
tenants. 


Breaking the Rules 
In the Philadelphia area the first 
new suburban shopping area of any 
size was on 69th Street in Upper 
Darby. It was started over thirty 
years ago when the writer persuaded 
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by 
J. SOLIS-COHEN, JR., M.A.I. 
Philadelphia, Pennsylvania 


the owner of the land, John H. 
McClatchy, to go ahead, and under my 
direction the original tenants were 
secured. When this development was 
started, it was opposite the terminus 
for suburban trolleys and was the 
western terminus of the Philadelphia 
Market Street elevated and subway 
lines. At that time, there were flower 
beds in the middle of the street. To 
get the various chain stores to go to 
this location originally it was, in many 
instances, necessary to give them 
straight percentage leases and _ to 
“ballyhoo” the neighborhood at every 
opportunity. 

Sixty-ninth Street was very wide; 
stores were built on both sides of the 
street with parking areas to the rear. 
The shopping development was a suc- 
cess from the day it opened. All the 
tenants did a volume which soon made 
it possible to secure very substantial 
minimum rents. The original mortgage 
financing was difficult because of the 
lack of minimum rents. However, the 
immediate success of the center led to 
competition among the mortgage lend- 
ers for loans. So great was this com- 


petition that during the late 1930’s 
and early 1940’s, the lenders paid bo- 
nuses to get the mortgages. 

The 69th Street area has progressed 
substantially since Mr. McClatchy built 
his first stores. It has become one of 
the most successful shopping districts 
in the United States. The success of 
this shopping center has been unique 
in view of the fact that it has broken 
all the rules: No. 1, 69th Street from 
Market Street goes up a fairly steep 
hill; No. 2, originally the stores were 
rented with no minimum rents; No. 3, 
the shopping center was started with- 
out a department store (now there are 
two, Lit Brothers and Gimbel’s); No. 4. 
the stores were built on both sides of a 
wide street with the food stores located 
on one side of the street and depart- 
ment and variety stores on the other; 
No. 5, parking was placed to the rear 
of the stores. 


+ 


What the Mortgagor Evaluates 

A mortgagor contemplating a mort- 
gage on an existing or proposed shop- 
ping center will weigh not only the 
caliber of the tenants but also the 
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terms of the leases, the potential vol- 
ume of business that the lender feels 
the tenants can do and the nearness 
of competition. In his evaluation the 
mortgagor will emphasize the follow- 
ing points: 


Parking: Parking area has become a 
very important element. With the 
increasingly heavy traffic on the main 
arterial highways today, adequate off- 
street parking is essential and must 
be provided. There is no fixed for- 
mula. (Personally, I favor a parking 
field at least three times the size of 
the store area, and if the shopping 
center contains a movie, four times the 
area.) It is important that the parking 
area be graded for proper surface 
drainage and of good construction. It 
should be well equipped with flood 
lights and sufficient attendants should 
be provided by the owners to avoid 
congestion. An area at a convenient 
distance from the stores should be re- 
served for employees’ parking (the 
majority of employees do not use 
public transportation in coming to their 
place of employment). 


Independent evaluation for a new 
center: Before he can determine the 
value of a shopping center for mort- 
gage purposes, the lender must have 
certain fundamental information: First, 
if the projected shopping center is not 
in operation, the appraiser should 
make an independent study to deter- 
mine the need for a development in 
the specified location, the adequacy of 
the site to be used for the proposed 
buildings and for possible future ex- 
pansion, the adequacy of the parking 
space, and the possibility of zoning 
complications. It is helpful for the 
appraiser to examine various studies 
previously made by the owners, al- 
though he must form an independent 
opinion. 

Second, the appraiser should study 
the plans for the buildings including 
the projected costs of buildings and 
land improvements. In some instances, 
for example, the leases will provide 
for the tenants to install their own air 
conditioning; in other cases the land- 
lord must provide not, only air con- 
ditioning but store fixtures. (As an 
appraiser I do not feel that store 
fixtures, or any appropriation for adver- 
tising should be considered a part of 
the value of the property for mortgage 
purposes, even though they may rep- 
resent an investment by the shopping 
center owners.) 


Lease provisions: The leases should 
be examined carefully to see that they 
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protect the landlord. Such protective 
measures include for example, that no 
competing stores be operated by the 
same within a certain radius 
and that proper percentage be applied 
for the tenants’ type of business. (This 
can be determined by percentage tables 
published and revised yearly.) The 
leases should spell out the hours when 
stores will be open for business and 
should include some provision for pro 
rata distribution of increased taxes and 
for maintenance of the building by the 
tenants. The terms of the lease should 
be studied carefully. With mortgage 
commitments for 15 years or more, it 
is essential that the more important 
leases be for terms of approximately 
20 years. 

Special clauses in the lease are very 
important. Where a percentage ar- 
rangement makes feasible a low mini- 
mum rental, the lease should contain a 
clause stipulating the right of the 
owner to cancel if the tenant’s annual 
rent does not reach a specified figure 
within two or three years from the 
date of occupancy. However, the ten- 
ant retains the right to stay by paying 
a certain increased rental at a fixed 
minimum. As_ stated above, there 
should be a provision in the lease about 
opening competitive stores within a 
certain area. An example of the need 
for such a clause is evident in the case 
of a focd market in one of the sub- 
urban Philadelphia shopping centers 
which was paying an excess rental of 
$18,000 over the minimum. When the 
chain operating this store opened one 
in another shopping center within a 
two-mile radius, the rental dropped 
to $14,000. 


lessee 


Appraisal calculations: After all these 
data have been collected and collated, 
the appraiser has two separate calcu- 
lations to make: 

First, he must calculate the capital ex- 
penditures, including value of land fully 
improved, and value of buildings upon 
completion. To this latter figure should 
be added architects’ fees, carrying 
charges while under construction, com- 
missions for securing tenants, legal fees, 
etc. In other words, capital expenses are 
the total capital outlay necessary for 
a completed center (this does not in- 
clude the cost of store fixtures). 

Second, the gross and net income 
figures must be calculated, and the 
operating expenses very carefully esti- 
mated; the most important item to be 
included is a figure for real estate taxes 
which have not as yet been determined. 

It is the writer’s judgment that pro- 
moters of a shopping center are entitled 


to a return of at least 10 percent after 
all expenses have been determined, 
including mortgage amortization. This 
as a rule cannot be secured from fixed 
minimums, but from percentage rents. 
If the shopping center is improperly 
planned, is in a poor location or is 
affected adversely by present or future 
competition (regardless of the fixed 
minimum), its success is in doubt. 


Assigning values: As a rule a lending 
institution will limit the amount of 
financing it will undertake, not simply 
by a formula based on two-thirds of 
the value of the land plus the value 
of improvements but, by the net rental 
income that will be available from re- 
sponsible tenants for comfortably 
servicing the mortgage, interest and 
amortization. To this evaluation is 
added the further provision that the 
shopping center has been carefully 
and intelligently planned in its major 
components. It must have satisfactory 
parking. It requires good tenants with 
adequate space to do a volume not only 
necessary to pay the minimum rent, 
but a volume at least 331% percent 
above the minimum. In other words, 
if a women’s shoe store is paying 
$12,000 a year minimum rent against 
6 percent of volume, it must do $200,000 
a year for the store to be successful 
to the lessee. But it should have 
enough space to do a volume of $275,000 
to $300,000. 

In calculating income, the question 
frequently arises on how to figure the 
rental of a successful, progressive, na- 
tional chain store which declines to 
pay any minimum or, at most, only a 
token minimum. Being familiar with 
the volume done by these identical 
chains in other comparable locations, 
I have found it possible to estimate the 
rent the tenant is likely to pay, and 
to support that figure with factual data. 
In some instances a lender will accept 
such a projection; in others he will 
loan only on a basis of fixed minimum 
rents. However, this is an _ institu- 
tional policy rather than an appraisal 
problem. 


Appraising an existing center: In the 
case of a shopping center in operation 
from three to five years, the appraiser 
is faced with different problems than 
those stemming from a non-operating 
projected development. He has readily 
available the basic data upon which he 
determines his valuation; he has a rec- 
ord of rental experience to go by. He 
has factual information before him of 
excess rents being paid and whether 
they are increasing each year. He has 
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figures of the actual operating expenses 
and real estate taxes. He knows if 
the parking arrangements are satis- 
factory and adequate and if the stores 
are operating efficiently. He knows also 
if there is a need for expansion because 
of competition from nearby shopping 
centers. With this information it is 
possible to consider some of the excess 
rent as normal income to be calcu- 
lated in arriving at an over all value 
of the project. 

Valuing the land: The appraiser should 


value the land as improved for its 
highest and best use. This figure will 


thus. be greater than its acquisition 
cost as raw ground. The land occu- 


pied (or to be occupied) by the finished 
shopping center has substantially more 
value than the original cost of the 
ground before development. It in- 
cludes the additional costs of water, 
electricity, sewers, grading, sidewalks 
and parking areas. Other factors in- 
creasing the value of the land, now 
being used for its highest and best use, 
are intangibles, such as are reflected 
in the occupancy cf responsible tenants 
on long term leases. While land for 
shopping centers formerly sold from 
$100 to $2,000 per acre, today develop- 
ers are paying from $10,000 to $50,000 
per acre. 


Assessments: In the various suburban 
areas of metropolitan cities the assess- 
ments are not usually based upon 100 
percent of actual market value. In 
many instances assessments are based 
on only 25 percent of actual market 
value. For example, a shopping center 
whose market value is $10,000,000 will 
be assessed at $2,500,000. In using 
this as a basis for assessment, it is 
important to remember that in many 
local communities the municipal and 
school operating budgets are increasing. 
In many instances there will be a 
progressive increase in the real estate 
taxes. 
of the townships surrounding the met- 
ropolitan area are increasing their 
valuation from 25 percent to 331% per- 
cent or more of market value. As a 
rule, the local tax considers 
a mortgage placed on a shopping center 
as representing two-thirds of market 
value. In other words, if a mortgage 
of $6,000,000 is recorded, the assessor 
will feel the value is $9,000,000 and 
if the assessment is on a 3314 percent 
basis, his assessment will be $3,000,000. 


assessor 


Morigage Analysis 


An analysis usually 
appraiser for mortgage 
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cludes the volume of business per 
square foot that must be done annually 
by the various tenants to pay their 
minimum rent. There are two methods 
of calculation: (1) the rentable area 
used which includes storage area, and 
(2) the actual sales area. The sales 
per square foot of the sales area will 
normally fluctuate from $32 to $80 per 
square foot and will average $50 to 
$60 per square foot. Occasionally there 
are tenants who will throw these cal- 
culations off completely. There may 
be a druggist or a delicatessen store 
owner who is very well liked and who 
gives excellent service and value; or, 
may keep his store open long hours, 
even seven days a week. Consequently 
this merchant’s volume per square foot 
may be substantially higher than that 
of a department store. While these 
are isolated cases, they represent in- 
stances of increased income to the 
equity owner over and above that of 
carrying charges and amortization. 


Percentage Rents 


The matter of percentage rents is 
a most important subject as_ these 
rentals can amount to a sum equal to 
and sometimes greater than the amount 
received from minimum rents. For 
many years the writer has been a firm 


believer in percentage leases. The 
question of what percentage should 


be paid by the various merchants has 
been amply covered in various articles 
that have been published in the past. 
They range from 1 percent to 15 per- 
cent of gross sales, depending upon the 
type of tenant. The supermarkets ap- 
pear to pay the lowest percentage and 
the beauty shops the greatest. In 
analyzing the fixed minimum rents, an 
appraiser must compare the area of 
the space under lease with the per- 
centage the tenant is to pay to make 
sure the minimum rent will give the 
tenant an opportunity to be 
nomically successful. 


eco- 


Implications 


It is estimated that 
tomers presently patronize existing 
shopping centers. Some of these cen- 
ters now include in addition to retail 
stores and banks, offices for professional 
men and medical centers. (In the 
case of a medical center it is recom- 
mended that the entrance be so ar- 
ranged that the patients do not mix 
with store customers.) Many property 
owners and insurance companies hold- 
ing mortgages on central city proper- 
ties are disturbed about the fact that 
the development of the suburban shop- 


70,000,000 cus- 


ping center is substantially reducing 
downtown volumes and is detrimentally 
affecting values in the center of the 
city where the main department and 
other retail stores are located. 

It has been pointed out that at least 
50 percent of the chain stores are no 
longer interested in downtown areas, 
but will only open new stores in shop- 
ping centers. This is particularly true 
of the variety stores, ladies’ wearing 
apparel shops, shoe chains, men’s cloth- 
ing stores, etc. In the Philadelphia 
metropolitan area suburban depart- 
ment and specialty shops are 
reported to be doing a gross business 
of $85,000,000. These include: 


stores 
stores 


Lord & Taylor, Bala Cynwyd 

Gimbel’s, Cheltenham and 69th 
Street 

Lit’s, Cottman Street 

Lit’s, 69th Street and Camden, N. J. 

Strawbridge & Clothier, Jenkintown 
and Ardmore 

Snellenburg’s, Oregon Avenue & 
Willow Grove 

Wanamaker’s, Wynnewood and 
Jenkintown 

Van Sciver, Overbrook and 
Abington 

Best’s, Ardmore and Abington 

Blauner’s, 69th Street 

Bonwit Teller, Wynnewood and 
Jenkintown 

It is 


leases 


also reported that expiring 
in the downtown area are not 
being renewed at the old rentals and 
that a reduction is necessary to retain 
tenants. Many of the cities have park- 
ing authorities similar to the City of 
Philadelphia where the City Fathers 
are now taking steps in conjunction 
with the redevelopment and parking 
authorities to provide more off-street 
parking lots and “parkades”. 

In the Wall Street Journal for 
February 19, 1957, Andrew L. Murphy, 
head of real estate for Allied Stores 
Corp., is quoted as follows: “The 
Regional Shopping Center is the natu- 
ral outgrowth of the increased popu- 
lation. We are catching up with the 
population. It just had to be. We 
could never handle the 1957 popula- 
tion in the existing downtown stores 
with the added traffic problems.” 


DEVELOPMENT OF INDUSTRIAL 
DISTRICTS BY RAILROADS 


(Continued from Page 2) 
4. The threat of good potential in- 
dustrial property along their lines 
going into housing. 


5. Competition with developments on 
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other railroads—both private and 
railroad owned. 


The real contribution an industrial 
district or park makes to a city, is to 
provide an attractive location in which 
to centralize light manufacturing and 
warehousing, thereby reducing the 
prospect of its being scattered through- 
out the city. Too, certain restrictive 
covenants in deeds as to type buildings, 
setbacks, offstreet parking, landscap- 
ing, and housekeeping, not to mention 
control of odors, fumes, noise, etc., pro- 
vide an excellent tax source with a 
minimum of effort on the part of the 
city. 

To industry it provides a “home” 
that is protected in much the same 
manner as some of our better residen- 
tial districts. This is especially true 
ili areas where tt > Is no city 
county zoning. Industry is able to 
select a small site in a desirable area 
assuming only its pro-rata share of the 
cost of utilities and streets, whereas 
the cost would be prohibitive for a 
single industry. 

The developer 
satisfaction of watching buildings 
“srow” in his development and of 
course making a profit—if proper study 
of the economics of the project was 
made prior to starting the venture. 

The first requisite in determining 
whether or not you “want to develop 
an industrial district” is the need for 
one. 

It can be readily understood that in 
the smaller cities or towns (exclusive 
of suburban areas) the demand for 
sites is not so great and there is usually 
plenty of vacant land available. This 
picture is not likely to change. Too, 
these small localities, anxious to locate 
industry, invariably will extend utility 
lines without cost to the industry. 

I hesitate to place an actual popula- 
tion figure on cities in which industrial 
districts or parks will be successful, 
for in many cases the size of the trade 
territory governs. I understand that a 
city of less than 40,000 in western 
Nebraska has a very successful district 
because of its large trade territory. 

The most successful districts are 
those located in large metropolitan 
areas—the Clearing Industrial District 
and the Central Manufacturing Dis- 
trict—both in Chicago, and our own 
3600-acre Central Manufacturing Dis- 
trict in Los Angeles, are good ex- 
amples. These districts have expanded 
over the years by purchasing contigu- 
ous property, and in the case of the 
latter two, in recent years reaching out 
a few miles. 
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The second requisite is availability 
of good land within reasonable dis- 
tance of a fair sized city or in sub- 
urban areas surrounding larger cities. 
The cost of land must be weighed care- 
fully to determine if that cost plus the 
cost of improvements and tailoring will 
price it above the market for com- 
parable property. 

Actually, there are a good many such 
cases—this results in the necessity of 
“carrying the property” with taxes and 
interest often running ahead of the 
present acceleration of values in real 
estate. 

To give those of you who are not 
familiar with the cost of “building an 
Industrial District” an example, I 
would like to cite a recent experience 
we had which is not uncommon: 


80 acres of land @ $2000 
per acre $160,000 

Bring sanitary sewer to dis- 
trict 

Cost of sanitary sewer within 
district 

Cost of storm sewer within 
district 

Cost of 
district 

Cost of paving streets within 
district, miscellaneous 
costs including engineer- 
ing, insurance, inspection 
and license fees 


37,800 
40,600 


55,800 


water lines within 


23,300 


35,500 


$473,600 


Fifteen acres, or about 19% of area 
lost to rights-of-way for tracks 
and streets. This leaves 65 acres of 
saleable property costing around $7282 
an acre. 

Bear in mind the above is the tailored 
cost. To this must be added sales pro- 
motion costs, commissions, taxes and 
interest, not to mention the necessary 
profit for the developer. 

In another and more recent case, 
development costs are running $5100 
and $6200 per acre. The difference in 
the two prices is brought about by 
varying depths of the property. 

I think there is a great opportunity 
for leadership and profit in the devel- 
opment of industrial parks and dis- 
tricts by private interests. In Dallas 
there are two outstanding examples of 
private developments—one by _ the 
Stemmons family (Trinity) and one 
by the Windsor family (Brook Hol- 
low). Many say “they already owned 
the land” and this may be true, but the 
initial land cost is but a fraction of the 
total cost—and in most cases, a small 
fraction. 

In closing, I want to emphasize the 
word of caution contained in the title. 
Building or developing an _ industrial 
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district or park is not a quick way to 
riches. Too many people expect to 
double their money in a year—it can- 
not be done. In ten years it is pos- 
sible, but not probable. 


GEORGE W. Cox 


Orders for publications reviewed are to be 
addressed to publisher in each case 
and not to Urgsan LANp. 


Education for Planning: City, State 
and Regional. Harvey S. Perloff. The 
Johns Hopkins Press, Homewood, Bal- 
timore 18, Md. 1957. 189 pp. $3.50. 


In this book the author has confined 
himself to tracing the development of 
formal cducation for planners in Ameri- 
can universities. As a former Univer- 
sity of Chicago Professor in Social 
Sciences, he can probably be excused 
for the overemphasis given the experi- 
mental planning program conducted at 
Chicago from 1947-56. To this extent 
the book is a post-mortem on planning 
education. 

As an objective author, he can hardly 
be excused for not giving equal post- 
mortem treatment to the Harvard 
School of City Planning (1929-36) which 
first broke the educational planning ice 
under such pioneer planners as Henry 
V. Hubbard, Arthur C. Comey, Thomas 
Adams and the elder John Nolen, none 
of whom is even mentioned. It is also 
surprising that Mr. Perloff, who trained 
in the field of economics, should give 
the subjects of business, real estate, 
investment and property values the 
absent treatment in dealing with fields 
to which the planner should be ex- 
posed, at least to the extent of under- 
standing the dynamic effects of these 
factors in terms of urban growth pat- 
terns. One is led to suspect from the 
tentative conclusions reached in the 
book that the greatest weakness in 
planning education today is in the 
emphasis given pure theory over the 
crying need for men trained in its 
application. 

No book on planning education would 
in our opinion be complete without at 
least some mention of the various non- 
academic organizations which have car- 
ried on educational programs over the 
years in encouraging planning and 
which have been largely responsible 
for the encouragement of formal edu- 
cation in planning. While the book 
makes a contribution to the field, we 
think that the story of education for 
planning is yet to be written. 
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